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Thomas Wrigglesworth (Morgan Stanley): My two questions: Firstly, in terms 
of your holding of the new entity, your 40% stake going forward, how do you see 
yourself realizing value? Is there a tenure at which point you would exit, or do you 
envisage holding that stake basically in perpetuity? I’m just interested to see how 
you see future value realization from that 40%. 

My second question is on the pre-tax proceeds of €5.8 billion. Is that just for the 
stake of 60% of BASF Coatings? Because 60% does not imply a €7.7 billion EV. 
So, we’re all wondering how we get to the €5.8 billion.  

Markus Kamieth: I’ll take the first part, and for the second part I trust that Dirk 
can give you some clarity on this. 

The 40% holding is a testament to our confidence in the business, in what the 
partner brings to the table, and in the business plan and the value creation 
potential for this business going forward. 

Of course – as is normal with an investment fund or a private equity company –
there is going to be an exit at one point in time. Our hypothesis going in is that we 
will also jointly be working on this exit at some point. But other than that, everything 
else is speculation right now. But you can trust that we and our partner are clearly 
aligned on the value creation plan and on potentially creating the conditions for a 
joint exit. 

Dirk Elvermann: I’ll take your second question. You should look at the transaction 
as a €7.7 billion transaction for the enterprise value. It is an equity value of 
altogether around €7 billion. Of these €7 billion, €5.8 billion pre-tax will be paid in 
cash upon closing. The equity stake that we have in the joint venture where we 
hold the minority position is worth €1.2 billion. 

Now, there must be a little bit of rounding for the closing accounts approach that 
we have taken. But basically these are the elements: €5.8 billion cash, €1.2 billion 
paper, and the rest is the bridge to EV. 

 

Christian Faitz (Kepler Cheuvreux): I also have a question on that €5.8 billion 
pre-tax proceed. Can you give us an indication of the estimated tax burden you 
will have on that? 

My second question: Is there a contractual minimum timeline to divest the 40%? I 
know you already talked about the rationale for the 40%. If that 40% is eventually 
being sold, is that pegged to any milestones, profitability goals, etc.?  

Markus Kamieth: To both parts of your second question: I can say no, relatively 
straightforward. 

And now tax, Dirk. 

Dirk Elvermann: For the tax, I’d say it’s up to a mid-triple-digit million-euro number 
for tax leakage. It’s not sorted out in detail, but I think that is the maximum we 
have to incur. 

 

Geoff Haire (UBS): Just coming back on the €5.8 billion: The equity value is 
€7.8 billion and you’re getting €5.8 billion. That’s 82% of the €7 billion, not 60%. 

I think there’s some confusion as to why there’s such a difference between what 
the implied 60% value would be and what you’re actually receiving. I was 
wondering if you could just help us understand the difference. 
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Dirk Elvermann: This is a result of a negotiation and this is what the transaction 
looks like. After a very competitive bidding round, we came to a compelling 
conclusion with Carlyle, and it was the agreement that BASF will receive 
€5.8 billion in cash up front. The rest is then the residual amount because I gave 
you the entire value for equity, which is the €7 billion.  

Do not try to find rocket science in it. I think it was a competitive transaction. And 
here we go with the result. 

 

Gabriel Simões (Goldman Sachs): I have two questions. The first one is on the 
planned increase in margins that you had for this division that you presented at 
the Capital Markets Day in 2024. You basically mentioned an increase of around 
400 bps for the margin. I just wanted to understand how far ahead you are with 
that plan, how much upside is still left and if this was one of the reasons why you 
decided to keep a stake in the business. 

The second question is regarding the capex requirements. Given that you’re still 
invested in the business, how much should we expect in terms of capex for the 
remaining portion that you still have? 

Dirk Elvermann: Let me take these questions. I think it is fair now just announcing 
the transaction. We are happy with the margin development. But from now on, 
and with regard to capex going forward as well, I think we should not pre-empt it 
and speculate. After closing, BASF will hold a 40% minority share and will be a 
financial participant in this joint venture, so it will be up to the operating equity 
partner, Carlyle, to strategically steer that. 

So, I don’t speculate on the capex in the business. As for how we are bringing it 
into this joint venture, I would say we are confident and happy. 

Markus Kamieth: Gabriel, just to reconfirm: We had announced financial 
ambitions and target margin ambitions for the Coatings business. I can only say: 
Through the first half of 2025, we are extremely happy with the performance of 
our Coatings business, also relative to peers, as we also indicated last week. 
Especially since the announcement of the new strategy, the team has done an 
outstanding job of delivering both on the P&L as well as on the cash side. 

 

Tony Jones (Rothschild & Co Redburn): I’ve got a couple of questions. 

Related to that: With your equity stake, would the cash restructuring charges be 
allocated across the new ownership structure? 

In terms of transaction terms and conditions: Are there any assets or employees 
which are off limits from restructuring and any barriers to additional bolt-on 
transactions through the life of the new entity?  

Markus Kamieth: I’ll take the second part. There are only very customary 
conditions with regard to employee protection, for example, which are not out of 
the ordinary for such transactions. I don’t want to disclose any details here now. 
But there’s nothing out of the ordinary involved in the transaction agreement. 

Your second part of the question was: anything off limits? – I wouldn’t think so. 
No. 
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Dirk Elvermann: To your question on any extraordinary activities and 
encumbrances: First of all, again, I’m not speculating. This is a going concern. We 
are bringing this business in good standing into the joint venture.  

And then, again, it’s up to the majority partner Carlyle to set the strategic direction. 
Everything that will be done within the joint venture will then also be shared in the 
joint venture. So, it’s a full joint venture structure. In this regard: nothing unusual. 
It’s a market standard transaction. 

 

Alejandro Vigil (Santander): A question for me is also the use of proceeds. I 
don’t know if it’s part of this call, but I would love to have your thoughts about the 
use of these €5 billion that you will cash in. 

The second question is – and some of my colleagues asked something similar: 
Do you see this 40% stake in Coatings more as a source of dividends, more cash, 
or is it more on the growth, M&A side?  

Markus Kamieth: As I said in my statements as well, we believe in the future of 
this business and we believe that, in this combination together with Carlyle, it has 
a significant additional value creation potential because of its strong market 
position in all of the three global business units. 

So, for us, it is a clear commitment to capturing part of that value and, of course, 
eventually also participating in a successful exit together with Carlyle. That’s the 
driving force. That’s why we stay invested and that’s why we also mentioned as a 
clear commitment and a clear vision that we also see the strength of this business. 
And as you know, I personally like this business very much. 

The second part of the question I’ll direct to Dirk. 

Dirk Elvermann: Just to clarify: In the still-to-be-worked-out financial policy, there 
is certainly also a right to retain dividends. So, this is not excluded. But as Markus 
said, this is not our first priority at this point in time. 

Coming to the cash proceeds – and this is exactly as we communicated a week 
ago in our Capital Market Update: Cash proceeds will be used in line with our 
capital allocation framework. This means that we will certainly use cash proceeds 
to strengthen our balance sheet, i.e., to deleverage. But as I also mentioned last 
week, share buybacks may start earlier than 2027. 

 

Chetan Udeshi (J.P. Morgan): I just wanted to check one thing, Dirk. Did I hear 
you say that the maximum tax outflow is triple-digit million, so it will be up to 
€100 million? Is my understanding correct? 

The second question is: I was just curious about retaining the stake. It seems it’s 
more like you as the BASF management team actually wanted this minority stake 
rather than the buyer is probably forcing you to do that. 

I’m just asking this in the context of having done the same with Wintershall and 
Harbour Energy. You issued the Harbour Energy stake at a value of 360 pence 
and now the Harbour value stake is 200 pence. So I was just curious, why not take 
what you get right away? 

Or maybe it was required as part of the deal for you to keep the stake. I’m just 
curious, why not take what you get? Because with Harbour, it’s not been the right 
strategy so far, based on the value of the Harbour share price.  
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Markus Kamieth: Chetan, I’ll take the second part and then Dirk will take the tax 
question. 

If you have a negotiation on a deal like this, I don’t know if it’s so helpful to look 
back at who asked for what. I think, at the end of the day, it’s a meeting of the 
minds. It’s really a win-win situation for both partners here because we believe in 
the business, we believe that this business has a good future and value upside. 

Of course, from the other side as well, there was the appreciation that BASF has 
a lot to bring in, also as a shareholder in this joint venture. For me, it’s a perfect 
combination of interests. 

I don’t think your reference to Harbour is a very good one, to be honest. I think if 
you want a reference case, my closest reference would be the exit that we had on 
the water and paper side with Solenis. There, we had a very successful 
partnership with a private equity company at the time. We took a minority share 
and we participated in an exit that brought us a multiple of the standalone value 
that we had in our water and paper business. So, if you’re looking for a reference 
model, that’s the model that I would choose. That’s what we have in mind here. 

If you were to ask Carlyle, they would probably see it the same way: It’s a real 
win-win situation. 

Dirk Elvermann: Chetan, I am grateful for your clarification question on the tax 
leakage. I meant to say: a mid-triple-digit million-euro amount in terms of tax 
leakage as a maximum. 

 

James Hooper (Bernstein Société Générale Group): My first question is: 
Markus, you referred in your speech to a value creation plan. Has this been set 
between you and the other shareholders? And do you have a say in this? 

I guess this kind of leads to the question: Some firms looking at it would be thinking 
of breaking up the businesses – would this be something allowed by the plan? 

The second question is about governance and whether you’re expecting lots of 
BASF management time to be spent there and what that looks like.  

Markus Kamieth: James, it’s relatively straightforward: Carlyle, as the majority 
shareholder, is the controlling party here and certainly has a very detailed value 
creation plan and business plan behind their bid for the business. This is not ours 
to look into or decide on. The value creation plan is theirs to deliver. 

With regards to governance, we have agreed that the future board structure of the 
joint venture will have a certain share of BASF representatives and a certain share 
of Carlyle representatives or Carlyle-nominated representatives. 

I don’t really know at this point in time how big the board will be, but the ratio will 
be the same. And that will be the governance. So, we will appoint BASF people to 
the board of this company. 

 

Oliver Schwarz (Warburg Research): Just one question remains from my side 
and that is: After the closing of the deal, will this entity be recognized in BASF’s 
balance sheet as an integral company accounted for using the at-equity method 
or would it be a non-integral company, which basically implies whether or not it 
will be part of BASF’s EBITDA? 
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Dirk Elvermann: Oliver, as of closing, BASF’s minority stake will be accounted 
for as a financial investment using the equity method. And it will be reported in the 
EBITDA before special items, probably in Other. 

Whether the distinction of integral versus non-integral is still of relevance, we’ll 
have to see after the implementation of IFRS 18. But I think it’s very clear where 
the category sits. 

 

Laurent Favre (Exane BNP Paribas): I just have one clarification question. I’m 
really sorry, you have to go back to that €5.8 billion/€7.7 billion bridge. Dirk, you 
mentioned that your 40% equity value would be around €1.2 billion, and that would 
imply that the whole equity value would be around €3 billion.  

So, am I correct to assume that the entity will have more than €4 billion of 
leverage, i.e., 6 times, 7 times leverage? 

Dirk Elvermann: On the leverage: This will certainly be a joint venture levered up 
according to market practice in such a combination case. You probably have seen 
higher leverages, also with a leading PE. So I am not too concerned about it.  

For the equity, I just do the calculation the other way around. We concluded on an 
equity value of the €5.8 billion plus the €1.2 billion. The rest comes naturally via 
this equity to EV bridge. As I said, don’t try to apply more rocket science to it.  

As for the leverage, as I said, I think it’s customary for a deal of this nature. 

 

Jaideep Pandya (Onfield Investment Research): Just two questions: Firstly, it’s 
a little bit an overall autos question for BASF’s exposure to the auto end market. 
Will this meaningfully change your positioning in the auto end market?  

Strategically, how are your customers going to react to this? Because BASF has 
obviously been a very strong and reliable partner for the auto industry. So, how 
does this strategically change BASF’s positioning in the auto sector?  

The second question is about the goodwill that you are carrying, especially relating 
to the Chemetall acquisition that you did a few years back. Can you just remind 
us: What is the goodwill that is on the books for the Coatings asset? And will there 
be any impact from the equity value that you’ve sold the business or the 
transaction that you’ve done today with?  

Markus Kamieth: I’ll take the first one. Our relationship to the automotive industry 
is, as you said, deep and broad. It’s also characterized by strong innovation 
partnership in quite a number of businesses, from automotive fluids to 
performance materials – so everything from plastics, polyurethanes to automotive 
catalysts and, of course, the Coatings business.  

So, there are a lot of deep and very sound relationships we have with automotive 
OEMs and the tier-one ecosystem.  

Of course, there is a certain expertise, a certain weight that BASF Group has with 
all these different businesses. But if you really look at it operationally, there are 
also very little synergies between the business and the actual execution.  

This is also the setup that we discussed last year at the Capital Markets Day, when 
we went in this direction of creating standalone businesses. I can say a bit bluntly: 
I don’t think we’ve ever sold more paint because we have a nice automotive 
catalyst business, or vice versa.  
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So, I think it gives us depth and breadth and understanding for the automotive 
industry. We also carry a lot of brand recognition and reliability in this industry. We 
believe that with our continued investment in the new Coatings standalone 
company, we bring some of that to this new company as well.  

I can assure you that our customers, both on the OEM side as well as the 
aftermarket and the surface treatment customers, can continue to trust that BASF 
will support this company, also with regard to our knowledge and experience in 
the industry. 

Dirk Elvermann: On the goodwill question: What I can give you is the book value 
by the end of 2024 for the Coatings business that we are transacting here. This is 
€3.3 billion, so there will be an attractive book gain coming here.  

We still have to figure out exactly how this will look because there are some netting 
positions. There is a goodwill part in it. I don’t have a number to disclose to you 
here, but it is certainly by far the smaller part of the book value. So, if you take the 
€3.3 billion as the book value, I think you are good. 

 

Alexander Hübner (Reuters): Just one more question on this valuation issue. 
Did I get this right? You will be getting €5.8 billion in cash at the closing of the 
transaction and will reinvest €1.2 in equity in this joint venture. Or didn’t I get this 
right? 

The second question would be: Can you clarify how large the stake is that Qatar 
Investment Authority will take in the joint venture? Or are there only two partners 
and this is an internal thing between QIA and Carlyle? 

The last question: The Head of the Coatings business, Mr. Kothari, will he stay on 
the Board of BASF or will he stay within the new company? 

Markus Kamieth: I’ll take questions two and three. Dirk, I would refer to you for 
question number one.  

First of all, the parties as were mentioned today: Our contractual partner is Carlyle. 
Carlyle will also be the controlling partner in this joint venture. 

On a higher level, Carlyle has partnered with QIA. QIA is in this, so to speak, a co-
investor into a Carlyle fund that ultimately is the joint venture partner holder. This 
is the construct. So, we are dealing with Carlyle, and Carlyle is then also the 
controlling party in the JV.  

Just to clarify: Anup Kothari is a member of the Board of Executive Directors of 
BASF SE. He has many more responsibilities than just overseeing the Coatings 
division. He’s responsible for the entire Industrial Solutions segment, the entire 
Surface Technologies segment. And he also oversees our U.S. business. So, 
overall, he has a lot more things to do and we will not give him up so easily. 

Dirk Elvermann: On this question of reinvesting: Maybe here I should clarify a 
bit. What we are actually doing is we are retaining this 40% stake. This is done in 
a kind of roll-over. And the more technical expression for this would be to reinvest. 

But we are not taking the cash proceeds that we receive to reinvest into the 
business. We are receiving the €5.8 billion in cash. As we have commented on a 
couple of times, we receive the equity stake in the joint venture. This is the way to 
look at it. It is more a retention, a roll-over. Technically speaking, it’s a 
reinvestment. 


